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Question 1
Give short answers for the following questions: 

I. What are the administrative costs of a project?

They are the day-to-day costs that keep the organisation running. These costs may include: electricity, leases, support staff salaries, office supplies, local telephone bills, etc. These costs are not directly related the project.

II. Describe the inputs of resource planning.

Work Breakdown Structure: By breaking down the components of the project into its deliverables, components which require certain materials, people, and equipment, can be identified.
Historical Information: Using historical information avoids speculation and assumption. It allows previous similar projects to be referenced with regard to resources used.
Scope Statement: It should guide the resource planning process because it defines the required work of the project, which can identify the required resources of the project.
Organisational Policies: The staff and procurement policies of the organisation needs to be taken into account to ensure compliance with these policies.
Activity Duration Estimates: Very important to know, so that the project team can determine if it would be worth assigning more resources to reduce activity duration.
Resource Pool Description: The project manager should identify the available resources (material, people, equipment), which may vary during the various stages of the project.

III. Name various resources of expert judgment. 

Possible resources of expert judgment are:
· Trade and professional associations. Eg: consultancy agencies
· Industry groups 
· Internal subject matter experts. Eg: advice from other departments within the company
· External subject matter experts. Eg: professional consultants/advisors
IV. What are the inputs of cost estimating?

The inputs are:
· Fixed costs
· Variable costs
· Direct costs
· Indirect costs
· WBS – Work Breakdown Structure
· Relying on Resource Requirements
· Calculating Resource Rates
V. Describe the inputs of the cost control process.

Cost Baseline: This is the expected project cost/budget, and will be used to compare planned expenditures against actual costs incurred during the course of the project. Eg: If the project budget is R20 000, the project team will regularly check that they stay with the R20 000 range.
Cost Management Plan: This plan defines how costs will be managed throughout the project life. The plan should state the allowed variances for cost performance, and when the cost reserve can be used.
Change Requests: If any changes to the project scope are requested, the possible costs incurred to complete the requested change will need to be analysed to determine if the changes will be worth it. Eg: The proposed change is for part of the project to be done by an outsourced company as it will be cheaper. This should be analysed to see if the savings in cost will be worth the extra time it will take for workers outside of the company to complete that part of the work.
Performance Reports: These reports deal with how much has been spent to date versus planned expenditure. They should also contain cost estimates for completing the remaining work.
Project Funding Requirements: Some projects are given all their funds right at the start of the project, so variances should be monitored, and the appropriate actions should be taken to keep the project costs within the initial budget. With other projects, funds are given in portions; usually when a key deliverable is met, or at important milestones.

Question 2

Project costs can be broken down roughly into three areas;
a) Administrative costs, labour costs and equipment costs 
b) Administrative costs, resource or project costs and human resource costs 
c) Human resource costs, labour costs and material costs. 

b) Administrative costs, resource or project costs, and human resource costs

Question 3

What is ‘learning curve’? And how does it affect the total cost of a project?
Learning Curve is one of two types of parametric cost estimating. It can affect the total cost of a project in a positive way, by decreasing the project time and costs. It’s based on the premise of repetition. The more an individual does a task, the easier it becomes to complete because they’re learning how to do it faster as they go along. Examples of these tasks could be installing light fittings, laying carpets, or fitting phone batteries. Since the task is being completed faster, the time it takes to complete the task, and that portion of the project becomes shorter. As a result of the decrease in the time it takes for the work to be completed, the cost per unit decreases as well. With the collective decrease in the cost per unit, a decrease in the total cost of the project is achieved as well. 
For example: If labour costs R100 per hour, and workers start off installing two light fittings per hour, the labour for one light fitting is R50. If 100 light fittings need to be installed, the projected costs are R5 000 and the initial time it will take is 50 hours. However, due to the repetition, workers may start installing 4 light fittings per hour after the 20th installation. This means that installing the next 80 light fittings will only take 20 hours, which will cost R2 000. The first 20 light fittings took 10 hours, and cost R1 000. Thus, the total project time is decreased by 20 hours to 30 hours, and the total project cost is decreased by R2 000 to R3 000.
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